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faction being taken as our goal — to the use of immediate
consumption, and less than they ought to be to the use of
distant consumption, the proportion directed to the service
of some (unknown) intermediate future being presumably
about right.1
§ 6. When maladjustments have come about or are threaten-
ing to come about from either of the two causes which I have
been describing, it is always possible, on the assumption that
no administrative costs are involved, t6 correct them by
imposing appropriate rates of tax on resources employed in
uses that tend to be pushed too far and employing the proceeds
to provide bounties, at appropriate rates, on uses of the
opposite class.2 There will necessarily exist a certain de-
terminate scheme of taxes and bounties, which, in given
conditions, distributional considerations being ignored, would
lead to the optimum result. There will also be a range of
schemes, which, while falling short of the optimum, would,
nevertheless, increase aggregate satisfaction above the level
attainable under the free play of self-interest. Of course, in
real life considerable administrative costs would be incurred
1	In an important article in the Economic Journal for December 1928,
Prank Bamsey showed how to determine, on certain hypotheses, how much
of their incomes people of different incomes would need to save in order to
maximise satisfaction.   This is a step beyond the results reached in the test,
but is not, of course, inconsistent with them.
2	It will be noticed that these results, so far as they refer to industries
of increasing and decreasing supply price, though similar to those reached
by Marshall in the Principles of Economics, book v, chap, xii, are not identical
with them.   Marshall shows that sometimes, though not always, the payment
of a bounty on the production of a commodity obeying the law of decreasing
supply price will add to consumer's surplus (measured in money) more than
the money cost of the bounty, and suggests that there is a prima facie case
for a bounty only when this condition is satisfied.   My thesis is that there
is a prima facie case for a bounty in att cases where the payment of it adds
to consumer's surplus (as measured in money) more than the addition made
to aggregate real costs of production (as measured in money);   and that,
where conditions of decreasing supply price (from the standpoint of the
community) prevail, there must always — under conditions of simple com-
petition — be some rate of bounty that will accomplish this.    The amount
of money actually disbursed by the State in paying the bounty, being in
large part a transfer and not a using-up of resources, is not, as such, a factor
in the problem.   Marshall's test and mine give the same results —. abstraction
made of my distinction between decreasing supply price from the standpoint
of the community and from the standpoint of the industry — in the special
case of a commodity for which the demand curve, in the relevant part of its
length, has the form of a rectangular hyperbola:  for in this case the sum
disbursed in bounty payments is equal to the addition made to aggregate
real costs (as measured in money).

